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French Government 
Shifting to ‘Right’ 


Break-up of Popular Front Seen 
in New Alignment Under 
Premier Chautemps 


CALLED STOP-GAP CABINET 





Conflicts Between Various Parliamentary 
Groups Render Political 
Stability Unlikely 


To Americans, accustomed as they are 
to their political system, French politics 
seems mystifying, to say the least. Nothing 
is more uncertain than the life of a French 
cabinet. A cabinet may find itself run- 
ning along fairly smoothly one day, only 
to find itself out of office the next day. 
Frequently, as in the recent political crisis, 
the nation is without a cabinet, or gov- 
ernment as it is sometimes called, for 
several days at a time. Since the establish- 
ment of the Third Republic in 1870, there 
have been more than 100 changes of gov- 
ernment in France. Thus the average life 
of a French cabinet is in the neighborhood 
of eight months. 


Cabinet Crisis 

The recent cabinet crisis in France is 
one of the most serious to confront the 
nation in a number of years. It was the 
longest political crisis since the World 
War, the nation having passed through 
five whole days without a government. 
Following the resignation of Camille 
Chautemps, a number of political leaders 
were asked to form cabinets, but none of 
them was successful. Finally, the crisis 
was settled—temporarily in the opinion of 
most observers—by completing the circle 
and calling in M. Chautemps once more. 





But the new Chautemps government dif- 
fers drastically from its predecessor, and 
the whole nature of French politics has 
been altered by the change. Previously, 
Chautemps had a cabinet composed of 
members of his own party, the Radical 
Socialist, and a number of Socialists. The 
Socialists are not in the present cabinet, 
although they have temporarily lent it 
their support. France is now witnessing 
one of those unusual spectacles in its po- 
litical history, a cabinet composed of 
members of a single party. It will be re- 
called (see THE AMERICAN OBSERVER, Jan- 
uary 24) that it was because the Social- 
ists and the Communists differed with 
Chautemps and withdrew their support 
that the previous cabinet was forced to 
resign and the political crisis befell the 
nation. 

All these flurries of French politics re- 
sult from the peculiar system which pre- 
vails in France. Unlike the American 
system, where the head of the government 
is elected by the people for a four-year 
term and cannot be removed from office 
except by death or impeachment, the head 
of the French government, the premier, 
must at all times be able to command a 
majority of votes for his policies in the 
French parliament. He cannot fight 
against parliament with impunity, as an 
American President may disagree with a 
majority of Congress and still remain in 
power until the end of his term. If a 
majority of the members of the French 
Chamber of Deputies, the lower house, 
votes against a measure which the premier 
and his cabinet insist upon, they are com- 
pelled to resign, and a man who can win 

(Concluded on page 8) 
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One of Ten 


In a large suburban high school the students were recently asked what they thought 
of a number of customs and practices. These questions were asked to find out what the 
students were thinking. Their names were not signed to their answers and there was 
every inducement to get them to say exactly what they thought. One of the questions 
asked was, “Is drinking harmful?” Nine-tenths of the students said that it was and one- 
tenth said that it was not. 

The surprising fact is not that nine-tenths of all the students who gave their opinions 
thought that drinking was harmful but that as many as one-tenth thought it was not 
injurious. 

The evidence is all against the one-tenth who thought it not harmful. Not only 
is this evidence against them but it is so clear and definite that anyone with his eyes 
open should be able to see the facts. Athletic coaches know that drinking is physically 
harmful. Hence they do not want on their teams boys who drink. 


Businessmen do not want their employees to drink. Many a man is kept from posi- 
tions of responsibility because of his drinking habits. One who says he knows of no 
such case must be a person of very little experience. Anyone who has a considerable 
number of acquaintances in the business world can name several who are kept from ad- 
vancement because of their intemperance. 


In saying all this Iam not preaching. I am not undertaking to point out moral lessons. 
I am simply talking about facts. One may think whatever he cares to about the morals 
involved. He may argue until he is black in the face about the ethics of drinking. The 
cold fact remains and can be discovered by anyone who cares to look for it that drinking 
takes the edge off one’s physical and intellectual activities. Drink stimulates a person 
temporarily and then leaves him duller and more lethargic than he had been before. Drink 
prevents fine achievement. It interferes with efficiency. It stands in the way of one’s 
advancement. In extreme cases it completely blights one’s career. In cases less extreme 
it keeps one from all that he might accomplish. 


I realize as I write that most of the readers of this page do not need the advice I am 
giving. Nearly all of you, fortunately, agree with the nine-tenths of the students in the 
school which was mentioned. You know that temperance is a real virtue and that drink is 
harmful. I write, therefore, for the benefit of the minority who do not know the 
facts, who have not studied the evidence, and who are therefore in danger of getting 
started after a while in a habit which will interfere with their success and happiness and 
which may bring them to actual disaster—W. E. M. 
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TVA Project Causes 
Heated Controversy 





Production of Power by Federal 
Government Is Challenged 
by Most Utilities 


COURT UPHOLDS AUTHORITY 
Validates Right to Generate and Sell 


Electric Power Produced at 
Flood Control Dams 











The activities of the Tennessee Valley 
Authority have been declared constitu- 
tional by a United States Circuit Court of 
Appeals sitting in Chattanooga, Tennessee. 
Unless this decision is reversed later by the 
Supreme Court, the TVA can go ahead 
generating and selling electric power. It 
may continue to compete with the private 
power companies. The government now 
has a free hand to go on with its experi- 
ment in the Tennessee Valley, and its ex- 
perirhents will be watched with renewed 
and increased interest by many classes of 
people. The government’s activities will be 
studied particularly by investors and pri- 
vate power companies who fear that they 
will be ruined by governmental competi- 
tion, by users of electricity who will hope 
for lower prices, and by students of eco- 
nomic and social conditions. Some of 
these observers hope that the government, 
by planning the economic life of the Ten- 
nessee Valley, will point the way to higher 
standards of living for all, while others 
fear that governmental meddling will make 
conditions worse. 


Tennessee Valley Authority 


The first step for one who wishes to 
have a clear understanding of the problem 
is to get ir mind a picture of what the 
Tennessee Valley Authority is and of what 
it is trying to do. The Tennessee Valley 
Authority, or the TVA, is an agency 
created by the United States government, 
and hence an arm of the government, and 
it is trying to do a good many things. 
It is trying to harness the floods along 
the Tennessee River and the tributary 
streams. It is trying to check soil erosion, 
to save the forests, to find out what all 
the resources of the region are, and then 
develop new industries, show the people 
how to save their soil and to engage in 
diversified agriculture and manufacturing. 
In short, it is trying to work out a means 
whereby the people of the region known 
as the Tennessee Valley may make a better 
living and enjoy more stable conditions. 
It may or may not succeed in these under- 
takings. It may or may not act wisely. 
We are not discussing that point. We are 
merely outlining its purposes. 

At the same time, the government, acting 
through the TVA, is building dams along 
the Tennessee and its tributaries. It is 
impounding the waters of these rivers, 
building reservoirs behind the dams, and 
so on. It is also generating electricity at 
the dams and selling the electricity to cities 
which have municipal power systems. It 
is this particular activity which brings the 
government so directly into competition 
with private industry and which has raised 
the great controversial issue connected with 
the enterprise. 


But before we get into the power ques- 
tion, let us glance hurriedly at some of the 
other activities of the TVA. First, let us 
see what it is doing in the direction of 
general economic planning. A staff of econ- 
omists is maintained at the TVA offices in 
Knoxville, Tennessee. These economists 
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have made a very complete survey of the 
resources of the Tennessee Valley. They 
have found out just what the soil will 
produce in every county. They have a rec- 
ord of all the forest resources. They know 
where the mines are and what they will 
produce. They have information about the 
location of raw materials with which var- 
ious kinds of articles might be manufac- 
tured. They know where water power 
may be developed and where other sources 
of fuel are. They have made surveys to 
determine just what kinds of crops can be 
grown in every section. With all this in- 
formation at hand, they advise the farmers 
as to how they may use their soil to best 
advantage. They advise chambers of com- 
merce about new industries which can be 
developed. 


Main Activities 


These economists hope to develop 
throughout the Valley a more stable kind 
of economic life. They advise that fac- 
tories be developed in certain places, using 
local raw materials. They advise further 
that these factories employ men and 
women who live on the farms near the 
towns. This, they say, will give stability 
to the communities. If the factories, how- 
ever, have to close, the employees will not 
be entirely helpless, for they will have 
the farms to go back to. And when farm- 
ing is unprofitable, the farmers will not 
be entirely helpless, because certain mem- 
bers of the families will have incomes from 
their work in factories. It will be all the 
better if these farmers are raising vege- 
tables and meat and the foods that they 
will need, instead of depending wholly 
upon crops of cotton or tobacco which 
they hope to sell but cannot eat. Through 
TVA encouragement, industries of this 
kind have been developed in a few places, 
though not enough has been done along 
this line as yet to change the character 
of the economic or social life in the Valley 
very much. 

The Tennessee Valley Authority is try- 
ing to save the soil. It has worked out 
specific methods of doing this. It advises 
the farmers not to cut down any more trees 
on the slopes. It tells them to raise grasses 
on the slopy lands rather than to plow 
the ground and raise corn or potatoes. It 
shows them how to terrace their fields, to 
prevent the soil from being washed away. 
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THE TENNESSEE RIVER BASIN 


In some places it cooperates with the 
Civilian Conservation Corps, getting the 
CCC boys to terrace the lands, and in other 
ways to help check erosion. 


Use of Water Power 


The TVA is also trying to control the 
floods along the rivers. It has built a 
number of dams for this purpose. Behind 
a great dam will be a lake. When the 
floods come, the lake fills, but much of 
the water is kept from flowing over the 
dam and is held back from the river down- 
stream. Then when the dry season comes, 
the water is allowed to flow through the 
dams. In this way the rivers which, with- 
out the dams, would be roaring torrents 
during floodtime, with parched river beds 
during the dry season, are kept at some- 
thing like a uniform flow. Incidentally 
some of the rivers which are used for navi- 
gation are kept navigable during the dry 
season through the very process by which 
the floods are prevented during the rainy 
season. The TVA is undertaking to harness 
a whole system of rivers in order to keep 
their flow even, preventing floods and as- 
sisting navigation. 

Now we come to the power question. 
When water flows through dams, it can 
be used to generate electricity. All that 
is necessary is to put up a generating plant 
at the dam. A valuable source of power 
development goes to waste if this is not 
done. 

Accordingly, the government, acting 
through the TVA, uses the flow of water 
through the dams to generate power. As 
a matter of fact, many people believe that 
when it built the dams it was thinking 
more about electric power production than 
it was about flood control. At any rate, 
the manufacture and sale of electricity has 
become one of the outstanding activities of 
the Tennessee Valley Authority. Nearly 
everything else it has proposed to do is in 
the stage of hope or planning. Power pro- 
duction is an actual and material achieve- 
ment. ; 

The government sells its electricity to 
cities. and the cities distribute it to their 
citizens. More than 40 cities have voted 
to set up their own electric distribution 
systems and to get their power from the 
government. It is claimed that they get 
it at a much lower price than they would 
have to pay to private electric power com- 
panies, and they sell electricity to their 
own people at a low rate. Arrangements 
have been made whereby the government 
helps the people to buy electric appliances, 
such as sweepers, fans, refrigerators, and 
so on. It does not manufacture and sell 
this equipment, but it furnishes credit to 
the people who buy it, so that they can 
get it on favorable terms. This planning, 
together with cheap rates for electricity, 
has resulted in a much more extensive use 
of electricity in many cities and counties 
of the Tennessee Valley region. 


Controversy over Power 


When a city decides to own and operate 
its own electricity distributing system, it 
may buy the property of the private power 
company which had formerly provided this 
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service. If an agreement cannot be reached 
as to the price to be paid, the city may 
build its own plant and equipment and 
drive the private company out without giv- 
ing it compensation. 

Friends of the TVA think it has done a 
fine thing for the people of the Tennessee 
Valley by giving them cheaper power. 
They say further that the government has 
shown that electricity can be produced 
and sold more cheaply than the private 
companies produce and sell it. The govern- 
ment has done this by going into the work 
itself, thus proving that prices could be 
lowered. In this way it has established 


what is termed a “yardstick” to measure 





OLD HOMESTEAD 


The Tennessee Valley region has numerous rude dwellings which 


provide scant comfort for their inhabitants. 


what the price of electricity ought to be. 

Representatives of the private electric 
power companies deny that the government 
has established a fair yardstick. They 
say that its competition is most unfair. 
Here is their argument: The TVA builds 
dams at a great cost and says that it is 
doing it in order to control floods. The 
cost of the dams is charged to flood pre- 
vention. Then it uses these dams to gen- 
erate electricity. It does not count in the 





NEW HOMESTEADS 

The TVA has built a model town near the site of Norris Dam. It 
is an example, and a controversial feature, of the government's 
activities in the Valley. 


cost of the dams as part of the cost of the 
electricity. It sells the electricity cheaply, 
saying that it has been produced more 
cheaply than the private companies pro- 
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duce it. But it is not counting one of 
the main costs of production, that is, the 
building of the dams. The private utility 
people say that if the government is going 
into the business of producing and selling 
electric power, it should count in all of the 
costs of production and should charge 
prices high enough to pay for all these 
costs. In other words, it should operate 
in the same way that a private company has 
to operate. They say that the government 
could give the people clothing at a very 
low price if it wanted to. All it would 
have to do would be to charge the building 
of the clothing factories to the taxpayers 
and then produce the clothing cheaply and 
sell it to the people at a low price. But 
this, they say, would not be a fair means 
of competing with private industry. 

Representatives of the government reply 
that they have counted in all their costs 
and are charging rates high enough to pay 
all of the costs of generating and sell- 
ing the electricity. They say that their com- 
petition is fair. The problem is a very 
complex one and it is difficult to determine 
the actual facts. 


Is It Constitutional? 


The constitutionality of the govern- 
ment’s power activities was questioned, 
and this raised the issue which the Federal 
Circuit Court has just passed upon. The 
private power companies said that the gov- 
ernment had no constitutional right to 
produce and sell electricity. Where in the 
Constitution, they asked, is there a pro- 
vision granting the government the right 
to generate electricity? 

The government replied to this effect: 
The Constitution does not specifically 
grant the government the right to gener- 
ate electricity. It does, how- 
ever, give the government the 
right to control navigable 
streams. It can regulate interstate 
commerce and does control navi- 
gation. It has a right to build 
dams, because that is one means 
of regulating the navigable 
streams and controlling floods. © If 
it produces electricity as a part of 
undertaking to control floods. it 
has a right to sell the product. 
The production and sale of 
electricity is thus incidental to the 
flood control. A_ similar case 
would be that in which the gov- 
ernment raises an army and buys 
food and clothing to sustain the 
army, then when the war is over 
it may sell this food and clothing 
which it has obtained as an in- 
cident to its support of the army. 
It could not go out and manufacture cloth- 
ing and sell it if that were its only purpose, 
but when it amasses a supply of clothing 
in the course of its taking care of the 
army, it may sell the surplus. It may do 
the same with electricity. 


The Big Issue 


The big question here was. of course, as 
to whether the government merely pro- 
duced electricity as an incident to its flood 
control program and wished to sell 
the surplus, or whether the pro- 
duction and sale of electricity was 
one of its chief purposes in the 
building of the dams. 

The United States Circuit 
Court. with Judge Florence Allen 
presiding, held that the produc- 
tion and sale of electricity was 
merely a part of a general pro- 
gram through which the govern- 
ment was carrying on a legal en- 
terprise, namely, the building of 
dams to control floods; hence the 
production and sale of power by 
the TVA was held to be consti- 
tutional. 

This settles the question of con- 
stitutionality, at least until the 
case is brought to the United 
States Supreme Court, but the 
question of the wisdom of the 
government in carrying on activ- 
ity of the type exemplified by the Tennes- 
see Valley Authority remains one of the 
outstanding problems of American poli- 
tics. 
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AMER.-SWED. NEWS EXCH. 


GOOD HOMES IN SWEDEN 


Homes of employees of the cooperative Three Crowns 
Flour Mill near Stockholm 


Geneva: As a result of the recent de- 
sertion of the League of Nations by Italy 
and the Berlin declaration, shortly there- 
after, that Germany would never return 
to Geneva, the democratic powers in Eu- 
rope are now considering a plan to remake 
that international body. It is proposed 
that such features of the League Covenant 
as have proved distasteful to the fascist 
states be eliminated. 


Primarily, the League reform contem- 
plates abolishing sanctions altogether. First 
invoked, with respect to a major issue, 
when Premier Mussolini invaded Ethiopia, 
sanctions failed utterly to prevent Italian 
aggression. From that moment, the League 
became less an instrument of peace and 
more markedly a mere debating society. 
When questions of greater concern to the 
peace of Europe than the Ethiopian cam- 
paign presented themselves, the League 
found itself helpless. Following the occu- 
pation of Addis Ababa by the fascist 
legions, Italy set about to wreck Geneva, 
and she did this with such success that 
first in the Spanish war and then in the 
Far Eastern war, Geneva statesmen had to 
content themselves with pious protests. 

It is in an effort to make the League 
more effectual that Geneva circles are ad- 
vising the removal of sanctions. They 
hope that once the sanctions clause is 
taken out of the Covenant, Rome and Ber- 
lin may be willing to return to Geneva. 
They claim, moreover, that it may make it 
possible for the United States to join, 
since American objection to membership 
has centered mainly on the fear that com- 
pulsory sanctions would involve the United 
States in European wars. 


* * * 


Sweden: Just now Sweden is enjoying 
an era of prosperity. But the Swedish 
people are taking no chances. They know 
that prosperity does not go on without a 
break and they are determined to be pre- 
pared for a future depression. 

That is why the government in Stock- 
holm has worked out an elaborate plan of 
public works which will go into operation 
the moment unemployment begins to in- 
crease. The plan, which has been in prepa- 
ration for two years, is a very flexible one 


so that those industries which first show 
signs of a depression can be the first to be 
helped. Over $700,000,000 would be ex- 
pended, enough to give work to the entire 
industrial population of the country for 
10 months. For a land like Sweden, which 
has fewer people than New York City, this 
is a lot of money. But with a balanced 
budget and no increase in taxes this year, 
the Swedes think they can afford it. 


* *” * 


Far East: Evidence has been accumu- 
lating recently on various battlefronts to 
justify those who have insistently held 
that given proper military technique, the 
Chinese armies could engage Japan in a 
long, costly, perhaps even ruinous war. 
Those maintaining this view argued that 
as long as the Chinese high command per- 
sisted in meeting the Japanese forces in 
pitched battle, it was doomed to successive 
failures. The only way the Chinese could 
possibly hope for ultimate success was to 
draw the Japanese armies into the inte- 
rior and then subject them to constant an- 
noyance by guerilla tactics. What was 
advocated was a strategy, so to speak, of 
scuttle and run. 

At first, Generalissimo Chiang Kai-shek, 
the Chinese dictator, did not heed this ad- 
vice. Contrary to the pleadings of his 
own advisers, he made a costly and pur- 
poseless resistance at Shanghai and Nan- 
king. It appears now, however, that he 
has come around to the point of view of 
some of his advisers, with the result that 
at a number of strategic points the Chinese 
are meeting with success. The Chinese 
Communist forces, who employed guerilla 
warfare in their decade of struggle against 
the Nanking government, are now espe- 
cially active in the war and their successful 
tactics are being more widely adopted. 


* ok Ox 


Spain: Until now, in the Spanish civil 
war, according to neutral observers, the 
loyalists have refrained from indiscriminate 
bombing of undefended cities. There have 
been air raids, of course, upon troop con- 
voys and supply trains. Active fascist 
sympathizers in loyalist territory have 
doubtless been rendered harmless. But 
there has been no record of a loyalist air 
brigade sweeping into a thickly populated 
rebel city, creating havoc among civilians. 

Last week, however, the government in 
Barcelona decided to change its strategy. 
As the result of a particularly severe attack 
upon Barcelona by rebel aviators, with a 
loss of over 300 lives, the loyalist com- 


mand struck back by sending its 





aviators to Salamanca and Seville, 
two of the chief cities in rebel 
territory. Thus, the civil war 
grows more savage and it is the 
civilians on both sides who are 
bearing the brunt of the conflict. 


* * * 


Germany: The forthcoming 
International Congress of Book 
Publishers, to be held in Leipzig, 
will be conspicuous by the ab- 
sence of an American delegation. 
A large group of the most promi- 
nent book publishers in the 
United States has decided to stay 
away from the congress. In ex- 
plaining its action, this group de- 
clared that “in Germany the book 
trade is gagged. as is the news- 
paper press. No German pub- 
lisher will dare at Leipzig to ex- 
press opinions other than those 
dictated by the National Socialist 
officials who rule the publishers. It will be 
a display of ventriloquism; the publishing 
trade will be the puppet, but the voice 
will be the voice of German bureaucracy. . . . 
Our trade is a living symbol of the ideal 
of a free press and its corollaries, free 
speech and free assemblage. We cannot, in 
courtesy, give voice to our beliefs at a 
meeting in Germany, nor can we humiliate 
ourselves by going there and keeping silent 
about them.” 





Coincident with this announcement 
comes the information that books pub- 
lished in Germany no longer enjoy the wide 
audience they used to, particularly in demo- 
cratic countries. There is a far greater 
interest in the writings of German authors 
forced into exile than in those of German 
authors who have been able to remain in 
their homeland by saying only that which 
pleases the Nazi leaders. 


. ss = 


Soviet Russia: A purge is about to 
begin in Soviet Russia. But this is to be 
a new kind of purge. It will be a purge 
of the purgers. 

If this is all most confusing, let it be 
recalled that during the past few years, 
Soviet leaders have been engaged in “‘weed- 
ing out enemies of the state.” Diverse “hy- 
phenated scoundrels,” accused of engaging 
in “fascist-Trotskyist-reactionary espion- 
age” activities have been condemned and 
executed. Thousands of others, for- 
merly hewing loyally to the party line, 
have been ousted from the Communist 
party and their jobs. The crusade against 
“traitors,” as admitted even by Soviet 
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CHINESE SILHOUETTE 











WHERE HE SEEMS TO BE LANDING 
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newspapers, recently reached the propor- 
tions of a panic. There was scarcely a 
leader of any importance who did not live 
in habitual fear of being accused of treach- 
ery against the government. 

Now the Soviet officials have decided 
that this has got to stop. They have found 
that thousands of innocent persons have 
been unjustly accused, often by persons 
who thought to derive a personal advantage 
from so doing. Purgers have been too 
anxious to purge. As is often the case with 
overzealous revolutionaries, they will in 
turn themselves be purged. 

o* * * 


The Rumanian cabinet of Premier Oc- 
tavian Goga has decided to dissolve the 
newly elected parliament even before its 
first scheduled session. New elections are 
to be held in March and the premier is 
taking every possible measure to prevent 
the recurrence of the “miracle” that oc- 
curred more than a month ago, when the 
party in power lost the election. 

* ca * 

Youngsters in Italian schools are now 
required to say the following grace before 
their noontime meal: “Duce! I thank thee 
for what thou givest me to make me strong 
and healthy. Lord God, guard Il Duce so 
that he may long be preserved for Fascist 
Italy.” 

* * x 


In China a “human lost-and-found de- 
partment” has been organized for the pur- 
pose of helping the many thousands of 
refugees from war-stricken cities to be- 
come reunited with their families. 
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WAR RIVALS LOAD SUPPLIES IN PHILADELPHIA 


While the Norwegian freighter Belmoira (foreground) 
in China, a Japanese ship, a few i 


More Conferences 


Businessmen continue to flock to the 
White House to discuss with the President 
ways and means of ending the business re- 
cession. In 1933 the President formed a 
Business Advisory Council of 56 industrial- 
ists, to consult with him on the nation’s prob- 
lems. The Council met in Washington re- 
cently at the President’s request, drew up a 

















list of recommendations, and talked them over 
with him. Although nothing definite came 
from the meeting, the President seemed to 
think that it had been very beneficial. The 
series of conferences has brought about co- 
operation between government and _ business 
already, he said. 

Now the President is planning a confer- 
ence with “small” businessmen—those who 
own or operate the smaller concerns. Their 
problems differ from those of the huge cor- 
porations such as General Motors and United 
States Steel, so the President wants to get 
their ideas on what should be done. 


Anthracite Coal 


Coal miners in the anthracite mines of 
Pennsylvania have had a hard time making a 
living for many years. Even before the de- 
pression, the high price of anthracite coal 
caused consumers to use cheaper bituminous 
or soft coal. The amount of anthracite sold 
dropped from 90 million tons to 51 million 
tons in 10 years. Coal miners were thrown 
out of work, and many towns were practically 
ruined. The miners began “bootlegging” 
coal. It is said that 15,000 of them dug coal 
surreptitiously and sold it for whatever they 
could get. 

Now Governor Earle has asked the federal 
government to buy the anthracite mines of 
Pennsylvania, the only ones in the United 
States. He says the government could operate 
them or lease them to private companies to 
operate. They will never be successful under 
private ownership, he says, because they are 
burdened with debt. The government would 
not have to take over this debt; it could buy 
the mines at a fair price, estimated at 225 
million dollars. Then the price of coal could 
be lowered, and the miners could go back to 
work. 

Those opposed to the plan say it would not 
be fair to competing industries, such as bi- 
tuminous coal and oil. Some regard it as a 
step toward socialism; they say the govern- 
ment should not own any industry. The 
President has not stated his opinion. But 


was prepared to load 10 locomotives and tenders for service 
eet away (at right), was at another pier in Philadelphia. 


even if he agrees that the government should 
buy the mines, Congress must be convinced 
that it is a wise move. 


Antitrust Victory 


Thirty executives of 16 important oil com- 
panies were recently found guilty by a federal 
court in Madison, Wisconsin, of violating the 
antitrust laws. The government charged that 
the important companies had worked together 
to raise and fix prices during 1935 and 1936 
by buying up gasoline from independent re- 
finers, thus doing away with competition 
which would lower prices. The companies 
contended that they had merely followed the 
policy of the NRA and the Federal Trade 
Commission by cooperating on prices and 
production. They claimed that the measures 
used were only to stabilize the industry, and 

















not to raise prices to bring higher profits. 

The decision was hailed in Washington as 
the most important victory for the govern- 
ment under the antitrust laws in years. The 
companies and the executives are liable to 
$5,000 fines each, but the judge has not yet 
pronounced sentence. The companies’ law- 
yers immediately entered a motion for a new 
trial, on which the judge has. not ruled. 


Job for Jackson? 


Robert H. Jackson, prominent in the news 
lately because of his speeches attacking 
monopolies, is said to be the President’s 
choice for solicitor general, the post left va- 
cant when Stanley F. Reed was appointed to 
the Supreme Court. It is the solicitor gen- 
eral’s job to handle important government 
cases, usually before the Supreme Court. 
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U. S. FOREST SERVICE 
NATIONAL PARKS CALLING 
All but three of the national parks in the United States 
are open for winter sports. Thousands are taking advan- 
tage of the new facilities for recreation. 





The appointment is supposed to have con- 
siderable political significance. Mr. Jackson 
has been mentioned as a possible candidate 
for governor of New York; it is thought that 
perhaps the Democrats are grooming him as 
a candidate for President in 1940. 


Housing Bill Rushed 


President Roosevelt’s plan to have the fed- 
eral government insure three billion dollars’ 
worth of home construction loans is being 
rushed through Congress. This bill does not 
start the government on a new program. The 
Federal Housing Authority has been insuring 
loans on homes for several years. However, 
the new plan allows the builder to borrow 
more money than before, at lower interest 
rates, and for a longer period of time. The 
President suggested the changes last fall for 
two reasons. He believes that they will help 
to create employment, as well as reduce a 
serious shortage of homes in the United 
States. Both the House and the Senate passed 
a bill during the special session, but the two 
bills were not exactly alike, so a conference 
committee worked out the differences. 


The Nation’s Health 


On any winter day, there are 6,000,000 peo- 
ple in the United States who are kept away 
from school or work by illness. That is one 
of the many facts concerning the nation’s 
health reported by the Public Health Service 
after a survey which covered two and one- 
half million people in 19 states. The survey 
showed that as the family income increases, 
there is less sickness, because more money 
means better homes, better food, and better 


clothing. There was almost twice as much 
illness among families with less than $1,000 a 
year as among families with more than 


$3,000. Sick spells lasted almost three times 
as long, too. Yet the poorer persons received 
only half as much care from doctors when 
they were ill. Thirty per cent of the families 
in the $1,000-a-year class had no medical at- 
tention at all, while only 17 per cent of the 

















higher income families did not call in a doc- 
tor. 

How can the poorer families get better 
medical care? Some people say the only so- 
lution is to make it possible for them to earn 
more money. Others say that doctors should 
be paid by the government to serve all the 
people, as teachers are. Still others favor 
health insurance to reduce the cost of medical 
care and make it available to everyone. Al- 
though the survey does not answer this prob- 
lem, it shows the situation is very serious. 


Diesel Engines 


General Motors Corporation has built a 
new plant to manufacture small Diesel en- 
gines on a mass scale. It believes that they 
will become popular as a source of cheap 
power. The chief attraction of the Diesel 
type of engine is that it burns cheap fuel oil, 
and that it operates more smoothly than the 
gasoline engine. The new engines are the first 
of their kind, although they are modeled 
after the large motors now being used in lo- 
comotives. General Motors believes they can 
be used wherever power is needed except in 
automobiles—on trucks, hoists, tractors, and 
pumps; by theaters, big farms, hospitals, ir- 
rigation projects. They are very light; they 
are quiet and produce little smoke or heat. 


It is expected that they will be inexpensive 
to manufacture. A laboratory has also been 
built in Detroit, and here the engines are be. 
ing tested and improved. 


. . . 
Air Legislation 
) 
There has always been a great deal of cop. 
fusion over the regulating of airplanes and 
airlines. Rules have been laid down by the 
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COAL FROM THE APPALAMIAN | 


Commerce, State, War, Navy, and Post Office 
Departments, as well as the Interstate Com- 
merce Commission. President Roosevelt ap- 
pointed a committee to investigate this over- 
lapping, which is very unsatisfactory to all 
concerned. The committee reported that an 
independent commission should be created, 
similar to the Interstate Commerce Commis- 
sion, to handle all regulation. The President 
seems to favor this plan, although he believes 
that the commission should be directly re- 
sponsible to the President. The airlines must 
work with foreign countries, he says, and the 
President should have direct control of such 
foreign relations. 

At present, there are bills in both the House 
and the Senate which would place the control 

















of air traffic under the ICC. The bills were 
introduced before the President’s committee 
reported. Representative Lea, author of the 
House bill, says that the new plan differs 
little from the bills now pending, and they 
can be changed to agree with it. 


Agriculture Aids 


While members of Congress are still dis- 
cussing what should go into farm legislation, 
the federal government is working on some 
of the many problems which beset the farmer. 
Reports of dust storms once more come from 
the plains of central America, but the De- 
partment of Agriculture is carrying on eX- 
periments which it believes will stop the 
clouds of dust. It is testing thousands of 
varieties of grass to see which are best suited 
to the soil. The Department hopes that some 
day a great deal of the territory which it 
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says should never have been plowed up, 
will again be used only for pasture. Then 
the soil will be held down by the grass roots. 
In Arkansas, Louisiana, and Mississippi the 
farm Security Administration is building 
yeral hundred complete farm units—homes, 


ms, henhouses, and pigpens—which it 


slans to sell to tenant farmers on easy terms. 
in Arizona, the FSA is building a farm labor 
camp for 300 families in the Salt River Val- 








ASSOCIATION OF AMERICAN RAILROADS 


WAN MOUNTAIN REGION 


ry. Lettuce, cantaloupes, cotton, and other 
seasonal crops require large numbers of men 
at certain periods during the year, but the 
workers do not have steady employment. 
These families must live in very poor homes 
because their income is so low. The camp 
will provide decent housing at low rent. 


Nebraska Finances 


Nebraska is one of the five states which 
have no state debts; the others are Connecti- 
cut, Florida, Ohio, and Wisconsin. The state 
is forbidden by its constitution to go into 
debt; all expenditures are on the “pay-as-you- 
go” plan. Yet Nebraska has a 10-million- 
dollar capitol building which architects con- 
sider one of the most beautiful in the nation. 
It has 8,000 miles of surfaced roads, a highly 
rated state university, four state teachers’ 
colleges, and other state institutions worth 
151 million dollars. 

The responsibility for all expenditures is 
put squarely on the legislators themselves. 
They know that when they vote for appropri- 
ations, they must also vote taxes to raise the 
money. The principal source of revenue is a 
state property tax, but there are taxes on 














The state 


iquor, gasoline, and motor cars. 
fas no income tax; Governor Cochran believes 
hat the income tax field should be reserved 
? the federal government. 


Scientific Toys 


What kinds of buildings best withstand 
he shocks of an earthquake? Engineers are 
‘onducting experiments to find out. They 








have built models of many buildings, placed 
them on special tables, and submitted the 
tables to the same jars which an earthquake 
brings. 

This is but one of the many experiments 
which modern science is trying on a small 
scale to learn what can be done on a large 
scale. The government worked out Bonne- 
ville Dam in miniature before the dam itself 
was ever begun. It has a model of the Pas- 
samaquoddy project, although work there has 
stopped. Massachusetts Institute of Tech- 
nology has a model of Cape Cod Canal, in 
which it is studying the effects of enlarging 
the canal. British engineers recently built a 
model of Rangoon Harbor, in London, to 
study the bay as it will be in 2000. Nearly 
every invention is built on a small scale be- 
fore it is ever constructed. Miniature air- 
planes, railroad trains, automobiles, and ships 
have saved builders thousands of dollars by 
showing faulty construction before actual 
building was started. Many of these “toys” 
originate as just that, too. There were toy 
electric trains long before electricity was used 
to operate real ones. 


Jersey Senator 


New Jersey will be represented in the Sen- 
ate for the next four years by John Milton, 
recently appointed by the new governor, A. 
Harry Moore. Governor Moore resigned the 
seat in the Senate to be the state’s chief ex- 
ecutive for the third time. Both Governor 
Moore and Senator Milton are Democrats, 
and both are members of the political group 
supposedly controlled by Mayor Frank Hague 
of Jersey City. Senator Milton is a native of 
Jersey City, and has practiced law there 
since 1903. He served under Mayor Hague 
as city attorney and as county attorney in 
Hudson County. During an investigation by 
the state senate in 1928, Senator Milton tes- 
tified that he had an income between $75,000 
and $150,000 a year from private practice. 

Governor Moore first offered the vacant 
Senate seat to Mayor Hague, but the offer 
was refused. The mayor said that he is 
needed in Jersey City, where he is conducting 
a fight against CIO labor unions. 


Birthday Balls 


Many cities and towns in the nation hon- 
ored President Roosevelt last Saturday by 
sponsoring Birthday Balls for the fifth year. 
The proceeds from this year’s balls will go 
to the new National Foundation for Infantile 
Paralysis, formed by the President. The 
Foundation will coordinate the work of com- 
bating infantile paralysis in the United States. 
It will make grants to doctors and hospitals 
for research; it will provide funds for first 
aid in epidemics; it will assist those who have 
been crippled by infantile paralysis, and it 
will aid local hospitals. The first Birthday 
Ball, held in 1934, raised more than a million 
dollars for the Georgia Warm Springs Foun- 
dation, of which the President is the head. 
Since 1935, 70 per cent of the money from 
the balls has remained in the local communi- 
ties to care for paralysis victims. The other 
30 per cent has been divided between re- 
search laboratories and the Warm Springs 
Foundation. Much progress has been made in 
controlling infantile paralysis as a result of 
the work done with money raised. 
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PAN AMERICAN AIRWAYS 


CARACAS, CAPITAL OF VENEZUELA 
Negley Farson, itinerant reporter, gives a quick picture of parts of South America in his latest book. 
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brag Mussolini sent Italian troops 
to Ethiopia in October 1935, the war 
plague thereafter soon spread rapidly. After 
the Abyssinians were conquered, the fascist 
military machine moved in a short time to 
Spain, where a civil war grew into an inter- 
national affair. The domestic clash between 
loyalists and insurgents is now almost neg- 
ligible in importance alongside the greater 
struggle between world-wide classes. Its un- 
predictable outcome may spell the fate of 
Italy, which is striving for control of the 


GUATEMALA—THE CHURCH 
From an illustration in ‘‘Notes on a Drum.” 


Mediterranean. Her fortunes are as much at 
stake on the Iberian peninsula as they were in 
Africa. And her success or failure will have 
a large part in determining the future of 
fascism and democracy. 

Trouble has continued to sprout anew, be- 
cause Japan soon placed Asia in a turmoil 
that constantly threatens to draw in other 
powers. According to Herbert L. Matthews, 
author of “Two Wars and More to Come” 
(New York: Carrick and Evans. $2.50), 
“The pace is increasing and the two streams 
—Manchuria to China, Ethiopia to Spain— 
are starting to flow toward a junction.” A 
New York Times correspondent, he has re- 
ported from the front both the Ethiopian 
and the Spanish wars. He knows the picture 
of the youth of the world going to war—in 
Africa, in Europe, and in Asia. He predicts 
that a day of judgment is fast approaching, 
because there is no backing out. These wars, 
he believes, will be fought to a finish, and it 
is probable that other nations will be sucked 
into the whirlpool in that conclusion. 

His book is a valuable picture of the two 
wars which he has reported for American 
newspaper readers. He has been in the thick 
of the fighting, and his journalistic eye for 





accuracy, action, and detail has enabled him 
to record a thorough account of the military 
campaign. 
* * * 

EXICO’S neighbor to the southwest is 

little Guatemala, the northernmost 
state of Central America. Less than three 
million people inhabit this country, a smaller 
population than is found in Chicago. Her 
area of more than 45,000 square miles is 
about the size of Pennsylvania. Although a 
range of mountains with many volcanic peaks 
runs across the country, her people have 
enough fertile land along the west slope to 
make their living on agriculture. Here, in 
the most densely settled part, coffee is the 
principal crop, and it furnishes 60 per cent of 
the value of her exports. Other products are 
sugar, bananas, and chicle. The people also 
derive some income from the fine woods in 
their rich, tropical forests. 

Tourists have discovered the magnificent 
scenery in this little publicized country, and 
growing numbers of them are visiting its 
mountains, plantations, and cities. Ameri- 
cans who have not yet been there will find a 
good picture of these scenes in “Notes on a 
Drum. Travel Sketches in Guatemala,” by 
Joseph Henry Jackson (New York: The 
Macmillan Company. $3). The author has 
included, with his descriptions, enough his- 
tory to make the present understandable, and 
valuable information to guide the uninformed 
traveler. The text is illustrated with excel- 
lent photographs that portray the way of life 
in Guatemala. Here is a well-drawn picture 
of a part of the world which, although close to 
us in reality, is far removed as far as our 
knowledge of it goes. 

* * ok 


ECENTLY Sumner Welles, undersecretary 

in the Department of State, declared that 
citizens of the United States should not in- 
terfere with the domestic policies of South 
American countries. He was referring spe- 
cifically to the change in government which 
occurred in Brazil, and the widespread criti- 
cism of this move which our citizens and 
newspapers made. However, he hoped that a 
lessening of critical interest would not de- 
crease our friendly and cooperative interest 
in the South American states. We are all 
too ignorant of the people who are our south- 
ern neighbors. Most of us have only a scant 
knowledge of their customs, activities, and 
problems. 

However, recent books on South America 
have done much to help us remedy this fault. 
The latest of these is Negley Farson’s 
“Transgressor in the Tropics’ (New York: 
Harcourt, Brace. $2.50). Mr. Farson de- 
scribes his trip which took him along the 
northern and westerm coast of the continent. 
Going as far south as the lake region near 
Patagonia, he crossed to Buenos Aires, and 
left from there for a journey through the 
South Atlantic Ocean. The picture of this 
tour, with the author’s summary of the po- 
litical situation, will add to the reader’s un- 
derstanding of the Latin Americas. 

Mr. Farson will be remembered as the au- 
thor of “The Way of a Transgressor.” Al- 
though his latest book is not rated so highly, 
it is interesting and well done.—J.H.A. 
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From Small Business to the Holding Company 


T IS doubtful whether anything has had 

a more revolutionary effect upon the 
United States in modern times than the 
changes that have taken place in the or- 
ganization of business. The giant corpora- 
tions of today, which own billions of dollars’ 
worth of property and employ as many as 
half a million persons, were undreamed of 
a few decades ago. It would have seemed 
like a fantastic dream. And yet the billion- 
dollar corporation is today a reality; not 
only that, it is perhaps the most significant 
fact in present-day American life. 

While the corporation is by no means a 
new device, having existed several centuries 
ago and having been largely responsible for 
the building of the British and Dutch em- 
pires, it is relatively a new institution in 
this country. It did not exert a consid- 
erable influence upon American economic 
life until the latter half of the nineteenth 
century, and a dominating influence until 
the present century. In fact, up to 1800 
there were only 335 
corporations in the 
nation, and most of 
these were engaged in 
businesses of a rela- 
tively public nature, 
such as canal and 
bridge companies, etc. 
Most of these, more- 
over, were established 
during the last decade 
of the eighteenth cen- 
tury. 
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Prior to the Civil War, most American 
business was conducted by private indi- 
viduals. If a man had a little money saved 
up, he was likely to start in business for 
himself. Sometimes he wanted to expand 
and invited one or more other individuals 
to join him and form a partnership, each 
investing a certain sum of money in the 
enterprise. This type of organization dom- 
inated the field until the time of the Civil 
War. In 1800, for example, there were 
only six corporations in the field of manu- 
facturing. 


Early Corporations 


The corporations which were organized 
during the nineteenth century were far 
different from those giant organizations 
which encompass the entire nation today. 
A very few individuals pooled their re- 
sources, each one buying a certain number 
of shares of ownership in the corporation. 
They either managed the enterprise them- 
selves or appointed managers who worked 
for them. There was a direct control be- 
tween the ownership of the corporations 
and their management. 

The first important corporation to appear 
on the American scene in the field of manu- 
facturing was the Boston Manufacturing 
Company, organized in 1813. There were 
originally only 11 stockholders. As time 
went on, this corporation grew, new stock- 
holders were taken in. Twenty years after 





its organization, for example, there were 
123 stockholders, none of whom held as 
much as 10 per cent of the total stock. 

The railroads were the first important 
industry in which the corporation began to 
exert a dominating influence. It was here 
that the corporate form began to have an 
effect upon the whole economic structure 
of the nation. Because more money was 
required to construct the railroads than 
could be provided by individuals, shares 
of stock were sold in the corporations. 
Since the Civil War, the corporate form has 
dominated that field. By 1930, 14 great 
railroad systems operated more than 80 
per cent of all the railroad mileage of the 
nation. 


Growth in Recent Times 


Other industries followed the example of 
the railroads in the post-Civil War period. 
The corporate form, which had already ex- 
isted in the fields of banking and insurance 
and public utilities before the war, was 
greatly expanded during the second half 
of the century. The mining and quarrying 
industries were nearly 100 per cent 
in the hands of corporations during the 
early part of the present century. In 1899, 
only two-thirds of the manufactured goods 
of the nation were produced by corpora- 
tions; today the percentage has grown to 
more than 95. And so it is throughout in- 
dustry, with relatively few exceptions. 

Not all the corporations in the United 
States are giant establishments like the 
United States Steel Corporation, the Amer- 
ican Telephone and Telegraph Company, 
the General Motors Corporation, and the 
scores of others which lead the field. Many 
of them are relatively small businesses, 
owned and controlled and managed by a few 
individuals. But more and more the large 
corporation has come to dominate our eco- 
nomic life. Several of them control more 
wealth than is contained within a score of 
states. They are empires within themselves. 
By 1929 it was estimated that 200 corpora- 
tions controlled approximately half the cor- 
porate wealth of the nation, the rest being 
divided among some 300,000 smaller units. 

We have seen how the partnership was 
the logical development of the individual 
concern; how the corporation was the next 
step in the process. And from the cor- 
poration which directly engages in business, 
the corporation which mines or manu- 
factures or sells or operates a public utility 
or a railroad, there has been another sig- 
nificant development. That is the estab- 
lishment of the holding company as another 
device in business organization. It is 
around the holding company that such 
controversy is now raging. 


The Holding Company 


Now, a holding company is a corporation 
in the sense that it sells shares of stock and 
its ownership is divided among a number of 
individuals. But a holding company differs 


(Concluded on page 7, column 4) 
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WHAT ABOUT THEIR HEALTH? 


The underprivileged are unable to secure medical attention necessary to preserve good health. 
affect you? 


How does this 
(See below.) 














Something to Think About 














Test Your Emotions 


On page 4 of this issue of THE AMERI- 
CAN OBSERVER you will find a note on a 
health report issued by the United States 
Public Health Service. It gives impor- 
tant facts about the health of the Ameri- 
can people, and particularly about the 
relation between disease and _ poverty. 
Read the note, then determine which of 
the following statements most nearly rep- 
resents your attitude: 


1. We cannot be very proud of our ac- 
complishments so long as such conditions 
exist in this country. 

2. The facts stated in the report do not 
affect me; hence why should I be bothered 
about them? 

3. This is further proof that we should 
have government-sponsored health in- 
surance plans similar to our national sys- 
tem of unemployment and old-age in- 
surance. 

4. The report gives additional proof 
that the poor are shiftless; otherwise 
they would look after their health. 

5. The present situation is not so good 
as it might be, but it is much better than 
it would be if we tried to socialize medi- 
cine. 

6. I am shocked by the facts and feel 
that something should be done to remedy 
the conditions. 

7. The whole problem is so compli- 
cated that I am going to drop it from 
my mind. 


Can You Defend Your Opinions? 


1. Do you believe that the Tennessee 
Valley Authority’s activities should be 
continued, expanded, or abolished? Give 
at least five arguments to sustain the 
position you take on this issue. 


2. If you were in a position to do so, 
would you insist that all holding com- 
panies be abolished? Give your reasons. 


3. If you were a member of the French 
Socialist party, would you support the 
cabinet of Camille Chautemps? If you 
were a conservative member of the Cham- 
ber of Deputies what would be your atti- 
tude? 


4. Do you think that the Spanish loy- 
alists are justified in adopting the meas- 
ures they have recently taken against the 
rebels? Why? 


5. Do you think the government should 
buy the properties of the private utility 
companies located in the Tennessee Val- 
ley? 


Are You Sure of Your Facts? 


1. The new cabinet differs from most 
French cabinets because (a) a majority 
of its members are Communists; (b) its 
members belong to a single party, the 
Radical Socialists; (c) it has remained in 
office even though a majority of the 
Chamber of Deputies voted against it; 
(d) it is the first Socialist government 
France has ever had. 

2. True or false: The Tennessee Valley 
Authority sells electricity directly to con- 
sumers, 


3. True or false: The recent ruling of 
a federal court in Chattanooga, Tennes- 
see, declared the activities of the TVA 
to be unconstitutional. 


4. The Spanish loyalists have taken 
reprisals against the rebels because of 
the latter’s bombardment of what city? 


5. The holding-company device became 
widely used in this country as a result 
of a law passed in what state? 


6. What is another name for political 
parties of the “Left”? 


7. The General Motors Corporation has 
announced that it will manufacture what 
product on a large scale? 


_ 8. If the League of Nations Covenant 
is revised according to present plans, 
what feature of it would be eliminated? 


9. Governor Earle of Pennsylvania has 
asked the government to purchase what 
industry in his state? 


10. Who is likely to be appointed to 
take the vacancy created in the Depart- 
ment of Justice by the appointment of 
Stanley Reed to the Supreme Court 
bench? 








Your Vocabulary 

















Do you know the meaning of the itali- 
cized words in the following sentences? 
The Indians gave up Manhattan Island in 
return for some tawdry merchandise. Busi- 
ness leaders evinced no enthusiasm over 
Roosevelt’s proposal to abolish holding com- 
panies. A sharp increase in unemployment 
has accentuated the fact that business is on 
the downgrade. His plan obviates the ne- 
cessity of doing anything more about the 
matter. The Supreme Court has frustrated 
certain plans of the New Deal. Horatio 
Alger wrote books about young men who 
conquered adversity to become successful. 
A vacillating person finds it hard to make 
up his mind. Perverse individuals are ir- 
ritating. 


REFERENCES ON POWER: (a) Con- 
sumer’s View of TVA, by G. F. Milton. The 
Atlantic Monthly, November 1937, pp. 653- 
658. (b) Political Power, by W. L. Willkie. 
The Atlantic Monthly, August 1937, pp. 210- 
218. (c) Public Ownership of Power; Reply 
to W. L. Willkie, by Arthur E. Morgan. The 
Atlantic Monthly, September 1937, pp. 339- 
346. (d) TVA, Menace or Blessing? by H. G. 
Leach. Forum, January 1938, pp. 1-2. (e) 
The Power Issue and the TVA, by Arthur E. 
Morgan. Survey Graphic, February 1937, pp. 
73-77. (f) The entire issue of Congressional 
Digest for October 1934 is devoted to a pro 
and con discussion of the government owner- 
ship of power utilities. 


REFERENCES ON FRANCE: (a) France 
in Crisis, by M. E. Ravage. Nation, January 
22, 1938, p. 90. (b) Paris: 1937, by Ernest 
Pocle. Harpers Magazine, November 1937, 
pp. 626-634. (c) Difficulties Faced by France. 
Annals of the American Academy of Political 
and Social Science, July 1937, pp. 182-183. 
(d) Does France Face Revolution? by R. Dell. 
Living Age, November 1937, pp. 196-200. 




















January 31, 1938 


THE AMERICAN OBSERVER 





Misuse of Words 


Writers Often Employ Labels 
to Confuse Readers 


FEW days ago a well-known po- 
litical writer contributed an article 
on the Ludlow Resolution to one of the 
leading American newspapers. In_ the 
course of his comment he spoke of the 
supporters of the resolution as “pacifists.” 
What did he mean by the term? What 
does the word “pacifist” mean? Does it 
mean someone who opposes war under any 
circumstances? Such a name_ could 
scarcely be applied to advocates of the 
Ludlow Resolution, for that resolution 
provided that the question of going to war 
need not be submitted to the people if the 
country were invaded. Practically all who 
spoke for the plan in Congress declared 
that the country should go to war to repel 
invaders. Then what does “pacifist” 
mean? Merely someone who does not like 
war? In that case nearly everyone would 
be a “pacifist.” 

The fact is that most people who use the 
term use it loosely. They do not mean 
anything very definite. But the term has 
a rather unpleasant sound. Many people 
do not like it. It vaguely suggests cow- 
ardice to them, or lack of patriotism. 

This writer knows that many people do 
not like the word “pacifist.” So he ap- 
plied it to advocates of the Ludlow Reso- 
lution, thinking that many of his readers, 
without thinking of what they were doing, 
would associate the Ludlow advocates with 
something unpleasant. Then, so he must 
have thought, they would be inclined to 
oppose the Ludlow plan. Of course, he 
assumed that his readers would not be alert 
and thoughtful. He depended on them 
not to inquire too closely to see whether 
or not he was using his terms properly. 
He could be excused for having such an 
opinion of his readers, for many people 
are careless in their reading. 

The careful reader will watch closely to 
see whether the labels which are applied 
to individuals, measures. or movements 
are really appropriate. They will be on 
guard against those who would deceive 
them with vague terms wrongfully used. 

The reader must also be on guard against 
the use newspapers make of emphasis. Re- 
cently, Bruce Bliven, editor of The New 
Republic, delivered an address in Wash- 
ington in which he said that newspapers in 
America do a better job than do the papers 
of any other country. He went on to 
argue, however, that even in America the 
press does not represent all the people or 
even a majority, but rather expresses the 
views of a small class. One Washing- 
ton newspaper, in reporting the address, 
built its story and headlines around the 
part of the speech that told of the strong 
points of American papers, and another 
Washington daily built its story and head- 
lines around the other part. Unless one 
read both papers he did not get a com- 
plete impression of the speech. This is 
a very common occurrence. 
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TVA PHOTO 


THE TVA AND POWER 
What attitude should the citizen take toward the Tennessee Valley Authority? 


Is the TVA Entitled to Support and 
Confidenee of the American People? 


T IS important in the case of this question, as in all others, that one who sets out to 

form his opinions should give his intelligence free play. It is important that his 
judgments be as sound and well based as he can possibly make them. It is highly 
desirable that he be independent in his thinking and that he use his brain to the best 
advantage. In order to do this, an individual must be on guard against certain errors in 
thinking which, if not avoided, will keep even the best of brains from doing good 
work. Here is one of the errors to be on guard against: 


Wishful Thinking: One indulges in wishful thinking when he wants to come to a 
certain conclusion; wants to find that the arguments are in favor of something that he 
favors. He wants the arguments to be on this side so much that he assumes that they 
are. Then all his reading and thinking are likely to be not for the purpose of finding 
out the truth but for the purpose of proving the thing that he wishes to prove. For 
example, you may know that the Tennessee Valley Authority is trying to abolish poverty 
in the Tennessee Valley and to raise the standards of living. You hope very much that 
this result can be achieved. You want to think that the plan now being carried out 
will achieve that result. So you assume in advance that it will. You try to find argu- 
ments to support that view. You do find many of them, and you convince yourself 
that the TVA work is good. 


Or, it may work out just the other way. Perhaps you do not like the Roosevelt 
administration. You want to think that programs which it proposes are not good. You 
are so anxious for that result that you assume in advance that a program like that of 
the Tennessee Valley Authority, which is sponsored by the Roosevelt administration, is 
a bad one. Then you try to find arguments to prove that your cenclusion is correct. 
You may be convinced, but your judgment is not really an independent one. You have 
not given your brain a chance to serve you. You have told your mind in advance what 
conclusion it must reach. 

When you indulge in wishful thinking you are doing no better than a judge would 
do if, because he did not like the defendant, he should instruct the jury to look for 
evidence which would prove the defendant’s guilt. Justice would not be served in such 
a case. Nor is truth served when one indulges in wishful thinking. 


In the case of this problem as all others, one who has pride in his brain and wants 
to give it full play will put all prejudices aside and ask what the consequences will be 
of deciding the question one way or the other. This is the central question to be con- 
sidered in connection with the Tennessee Valley Authority: 


WILL THE CONTINUED SUPPORT OF THE TVA RESULT IN 
This? or This? 


New industries will be developed, giving Private electrical utility companies will 
stable employment to the people in the be driven out of business. Investors in 


towns and in the country. The soil these companies will lose their money and 
erosion will be stopped. Floods will be the government will not furnish electricity 
prevented. The forests will be saved. any more cheaply than the private com- 


The poverty of mountain villages will be 
abolished. Prosperity will be restored to 
the old plantation region. Stranded towns 


panies have done. The people will no 
longer have full liberty to engage in en- 
terprises as they see fit. Government dic- 


will spring back to life. There will be cheap 
electricity for home, farm, and factory. 
Electrical appliances will be more widely 
used, freeing people increasingly from 
drudgery. A new day will come to the 
Tennessee Valley, and the example of the 
Valley will be followed by the rest of the 
nation. 


tation will interfere with freedom. The 
meddling of government agents will bring 
confusion to the business and industrial 
life. Out of the confusion will come so- 
cialism or fascism. The program will get 
us away from the old American way of 
doing things and will give us something 
worse in return. 


In order that one may have information necessary to the formation of opinions with 
respect to this issue, he should read widely from a variety of sources. Here are a num- 
ber of references on the subject of the Tennessee Valley Authority and its work: 


(a) The Tennessee Valley Authority Looks to the Future, by Walter E. Myer. Jour- 
nal of the National Education Association, December 1934, pp. 233-248. (Reprints for 
classroom use may be had from the National Education Association, 1201 Sixteenth 
Street, N. W., Washington, D. C., two copies, 10c.) A somewhat detailed de- 
scription of the purposes of the TVA, without any attempt to evaluate results. 
(b) Contrast in Perfect Towns: Norris and Kingsport, Tennessee; Federal Showcase 
and Industry’s Yardstick Town, by C. Stevenson. WNation’s Business, December 1937, 
pp. 18-20. (c) Next Four Years in the TVA, by Arthur E. Morgan. New Republic, Jan- 
uary 6, 1937, pp. 290-294. (d) TVA: A New World Begins, by K. Glover. Forum, 
January 1935, pp. 42-48. (e) TVA Builds a Town, by J. T. Moutoux. New Republic, 
January 31, 1934, pp. 330-331. (f£) How Towns Are Built; Reply to J. T. Moutoux, by 
R. A. Wank. New Republic, March 7, 1934, p. 104. (g) Government and the Public Utili- 
ties, by W. L. Willkie. Vital Speeches, February 11, 1935, pp. 292-299. (h) Teaching 
Grandmother How to Spin, by W. I. Nichols. Harpers Magazine, July 1936, pp. 113-119. 


Backgrounds 


From Small Private Concerns 
to Holding Companies 


(Concluded from page 6, column 2) 


from an ordinary corporation in that it does 
not operate a business directly. It does not 
manufacture products or operate power 
plants or railroads or sell goods. It gets 
its name from the fact that it holds (or 
owns) the stock of one or more corpora- 
tions which directly engage in the business 
activities. By owning the stock in other 
corporations, it is in a position to control 
those operating companies, to decide what 
policies they shall put into effect. In 
other words, it becomes the effective con- 
troller or owner of the lesser corporations. 

By the holding-company device, it is pos- 
sible for a few individuals to control bil- 
lions of dollars of corporate wealth by in- 
vesting a relatively small sum of money. 
Holding companies are piled upon holding 
companies until there is one super-holding 
company at the top of the pyramid. In 
the famous Insull structure, for example, 
which fell to the ground during the 1929 
depression, some of the operating com- 
panies in the power industry were sep- 
arated from the top holding company by 
five intermediate holding companies. 

Some of the more important holding 
companies are hybrid organizations. They 


are operating companies in the sense that 
they directly engage in the production, dis- 





THE CITY—CITADEL OF LARGE BUSINESS 


(From a photograph by Paul Woolf in ‘‘Modern Pho- 
tography 1937-1938."") 


tribution, or sale of goods, and holding 
companies, in the sense that they own the 
stock of other operating corporations. In 
1928, of the 573 corporations whose stock 
was listed on the New York Stock Ex- 
change, 92 were holding companies pure 
and simple; 395 were holding and operating 
companies combined; only 86 were oper- 
ating companies pure and simple. Of course, 
these represent only the more powerful 
corporations of the nation. There are sev- 
eral hundreds of thousands of smaller cor- 
porations throughout the country which are 
outright operating companies. The hold- 
ing companies exert a powerful influence 
in every important industry: in public 
utilities, banking, transportation, and so on. 

The appearance of the holding company 
is a relatively recent development. It was 
an 1888 law in New Jersey which permitted 
one corporation to purchase the stock of 
other corporations and to exercise the 
privileges of ownership. From that time 
on, holding companies have grown rapidly. 
Of the 92 holding companies mentioned 
above, only 15 existed in 1910. In the seven 
years between 1913 and 1920, 23 were 
added to the list, and between 1921 and 
1928 another 54. 


If the President of the United States 
is determined to break up all holding com- 
panies in the nation—which he strongly de- 
nies—widespread dislocations would follow, 
for not only are the public utilities con- 
trolled by them, but nearly all the rail- 
roads are dominated by holding companies. 
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New Freneh Crisis 


(Concluded from page 1) 


the support, or confidence, of the Cham- 
ber is placed at the helm. 

To complicate matters, there are more 
than a dozen different political parties in 
France, each differing from the others in 
its basic philosophy. Even in this coun- 
try, where there are only two parties 
which really count, it is a difficult matter 
to keep all members of one party in line 
with the policies of the President. At 
the moment, President Roosevelt has a 
fight on his hands because of the revolt of 
a large number of senators and congress- 
men—members of his own party—against 
his policies. In France, the job is doubly 
difficult because a premier must keep in 
line not only the members of his own 
party but a sufficient number of other 
parties to make up a majority. No party 
in France has a majority in the Chamber 
of Deputies. Nearly always it takes two 
or three parties to make up the necessary 
majority. And these alliances of differ- 
ent political parties are always temporary 
affairs, for one or more of the groups may 
withdraw its support and the cabinet is 
forced from office. 


The Popular Front 


That sort of thing is always happening 
in France. It is what happened in the re- 
cent governmental crisis. Since June 1936, 
the government of France has been in the 
hands of a combination of three political 
parties which, prior to the elections of 
that spring, joined hands and formed what 
they called the Popular Front. Many of 
the differences between the parties were 
forgotten in order to work for the larger 
purpose of fighting fascism which at the 
time was considered a serious menace to 
France. It was something of a weird com- 
bination for it was made up of the Com- 
munist party, the Socialist party, and the 
Radical Socialists. These three parties had 
very little in common, so far as domestic 
policy went, but they had to forget many of 
their differences to fight what they con- 
sidered a common enemy. At one extreme 
were the Communists who believed in the 
abolition of the capitalist system and the 
substitution of a system of public ownership 
and operation of all industry. On the other 
end of the Popular Front were the Radical 
Socialists, many of whom were no more 
radical in their philosophy than a moderate 
or even conservative American Democrat 
or Republican. 


The Popular Front government of 
France, first under the premiership of 
Leon Blum, head of the Socialist party, 
the largest in the Chamber of Deputies, 


and then under Chautemps, held firm for a 
considerable time and succeeded in in- 
augurating many reforms in France. On 
a number of fronts, the attempt was made 
to improve the lot of the common people 
by new legislation. 

The first crack in the Popular Front wall 
of unity came last June when Premier 
Blum was forced to resign and the first 
Chautemps cabinet took over the helm. 
Ostensibly, this was still a Popular Front 
government and the objectives inaugurated 
were continued. But with the passing of 
months, the government became more 
conservative. French business was given 
a breathing spell. While the Communists 
continued to vote with the government, 
there was growing discontent with the 
turn of events, and criticisms of govern- 
mental policy were frequent. 


A Stop-Gap Cabinet 


It is considered highly improbable that 
the new cabinet of Chautemps will be any- 
thing more than a stop-gap arrangement. 
There are only 113 Radical Socialists in 
the Chamber of Deputies out of a total 
membership of more than 600. Through 
the efforts of Blum, the Socialists, the 
largest party in the Chamber, have agreed 
to lend their support, but many members 
of the party are strongly opposed to the 
Chautemps government and may be ex- 
pected to break away on crucial issues. 
To remain in office, the cabinet must 
either hold the Socialist party in line 
or marshal enough votes from the con- 
servatives or moderates to make a majority 
—an extremely difficult task in view of the 
conflicts which exist among the parties. 
The fact that the Chamber voted 502 to 1 
for the new cabinet is interpreted not as 
an indication of general approval but 
merely that the Chamber is willing to 
give it a chance to try its hand at steering 
the ship of state through the troubled 
waters ahead. 


This is not, of course, the first time in 
French history that the so-called liberal 
or radical parties have elected a majority 
in parliament, have been in control of the 
government for a while, only to find that 
policies have shifted more and more to 
the conservative side. In 1932, they 
swept the country in the elections and were 
in command of the government for a year, 
only to be replaced by more conservative 
groups. The same thing appears to be hap- 
pening again today. As one writer has put 
it in the Washington Post, “What France 
has today is a Popular Front government 
without Popular Front participation and 
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Until these transparent umbrellas came 
along, a shopper in the rain had no way of 
knowing whose eye was being jabbed. 

—Atlanta CONSTITUTION 





They used to say every time you breathe a 
Chinaman dies, but that was before Tokyo 
began panting. 


—SELECTED 





“THEY SAID IT’S CUR TURN TO TURN OFF!” 


COLA IN BOYS’ LIFE 


Fish-cleaners at Halifax, Nova Scotia, are 
reported on strike over a wage grievance. 
Surely these fellows wouldn’t want a larger 
scale. —SELECTED 

“Will you let me have a dime, mister?” 

“T haven’t any change on me, but I'll give 
it to you when I come back this way.” 

“Well, all right, but you’d be surprised at 
the money I lose giving credit this way.” 

—BeeE Hive 

The teacher was questioning the children 
about their ages. 

“How old were you on your last birthday ?” 
she asked one small pupil. 

“Seven, ma’am,” said the boy. 

“And how old will you be next birthday ?” 

“Nine, ma’am.” 

“Nonsense,” said the teacher. “If you were 
seven last birthday, how can you be nine 
next ?” 

“Well,” was the reply, “you see, ma’am, I’m 
eight today.” —LaBor 

A parent adviser thinks it most unwise to 
raise one’s voice to children. Still, there are 
times when one would like to hear what one 
has to say. —SELECTED 





“I don’t like to bring this up,” said the 
doctor hesitantly, “but that check you gave 
me came back.” 

“IT don’t like to mention this, either, doc,” 
said the patient, “but so did my gout.” 

—SELECTED 
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THE FRENCH CHAMBER OF DEPUTIES, AND THE DISTRIBUTION OF ITS MEMBERS AMONG 
THE POLITICAL PARTIES 


even, it may be, without the Popular Front.” 
Shifts of this kind are due, in no small 
part, to the temperament of the French 
people. Parties of the “Left,” as the radi- 
cal and liberal parties are often called, 
find, in the execution of their policies, that 
there are obstacles which run counter to the 
traditions of the French people. Then 
they give way to more conservative group- 
ings, or parties of the “Right.” As ex- 
plained by P. J. Philip, Paris correspondent 
for the New York Times, situations like the 
one by which France is now confronted de- 
velop through the following evolution: 


“Left” to “Right” 


It is one of the commonest forms of boast 
among Frenchmen of almost all classes that 
one is a “man of the Left.” It makes him 
feel that he is spiritually free and in advance 
of his times. His grandfather voted Radical 
because Radicals were then the extreme Left 
party. His father was a Socialist not because 
he in any way believed in the Marxian doc- 
trine but because he prided himself on being 
Left and advanced. Now the same curious 
snobbery makes a great many people vote 
Communist who do not in the least under- 
stand what communism means. 

But having voted Left according to his in- 
tellectual or spiritual urge, the elector almost 
overnight becomes a taxpayer again, interested 
first of all in prosperity and cutting down 
expenditure. In proportion as he does so the 
drift begins among the men he returned to 
parliament toward a more conservative policy, 
and as most parties are prisoners of certain 
electoral promises and doctrinal formulae, it 
leads slowly toward a transfer of responsibility 
for government from the hands of those who 
got elected by the popular mind to those who 
will rule most in accord with the popular 
pocket. 


It is not at all unlikely that history is 
merely repeating itself in France with the 
recent cabinet shifts. The vast program 
of social reforms which the Popular Front 
governments have attempted to put into 
effect have been costly ventures. Not 
only have they increased governmental ex- 
penditures but they have raised the cost 
of production to manufacturers, for, among 
other things, wages have been raised, hours 
shortened, and in other ways labor costs 
have risen. The program has given rise to 
stiff opposition and many Frenchmen with 
means have lost confidence in the economic 
stability of the country. Large numbers 
of them have invested their funds abroad. 
For months, the French franc has been in 
a precarious position. It has declined in 
value to the lowest level since 1926 and 
large numbers of Frenchmen have become 
panic-stricken. It was the immediate is- 
sue of what measures should be adopted 
to bolster the franc and prevent further 
declines in value that caused the down- 
fall of the first Chautemps cabinet. 


The tasks confronting the new Chau- 
temps cabinet are as difficult as those 
which have faced any French government 
of recent years. In order to hold the 
Socialists in line—to say nothing of the 
Communists—the government will have to 
continue with the social-reform program, 
or at least not to scrap what has already 
been accomplished. Any measure designed 
to take away from the working class the 
gains which it has made since the middle 
of 1936 will undoubtedly meet with stiff 
opposition from the Socialists—a working- 
class party. On the other hand, to adopt 
policies which will insure continuation of 
“Left” support is almost certain to incur 
the displeasure of the more moderate or 
conservative parties. These latter parties 
insist upon the maintenance of the franc’s 
stability, which result, it is contended, can 
be achieved only by abandoning a good 
part of the Popular Front’s social program. 
Thus Chautemps and his associates will 
have to walk the political tightrope. 


An Unstable System? 


Does all this indicate that the French 
system of government, with its perpetual 
offs and ons, is unstable and in danger? 
Not necessarily. While cabinet crisis fol- 
lows cabinet crisis and the country may go 
several days without an official government, 
there is little on the surface to indicate a 
state of crisis. Life goes on in its normal 
way. Cabinet shifts have little direct 
effect upon the average citizen, except in 
times of danger from within or without. 
During those periods of real danger, the 
French have shown an ability to compose 
their political differences and form a united 
front. Just as it was the threat of fascism 
which threw the liberal or radical parties 
together in 1936, so it is, in all probability, 
the removal of that danger which has been 
partly responsible for the breaking asunder 
of the Popular Front. So far as foreign 
policy is concerned, cabinet shifts have 
little effect. As a matter of fact, there 
have been far fewer changes in foreign 
ministers during the existence of the Third 
Republic than there have been of other 
cabinet members. And even when a new 
foreign minister is called to office he is 
more likely than not to pursue the policies 
of his predecessors. Foreign nations which 
interpret the present instability as a funda- 
mental weakness and seize upon it to jeop- 
ardize French interests abroad are likely 
to find that it is only surface deep. Polliti- 
cal differences will again be buried in the 
face of a real danger from abroad. They 
are likely to be composed also if instability 
at home goes beyond the cabinet-crisis stage. 





